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CHIEF FINANCIAL OFFICER’S REPORT 


BACKGROUND 

The HLA8ISA Municipality is a grade two municipality within the Umkhanyakude District Municipality, 
it covers the major area of Zululand stretching out to the Swaziland Border. 

CHALLENGES 

The municipality has been under extremely challenging conditions. It has to address challenges of 
Infrastructure , Tourism. Local economic development, poverty, MFMA implementation and getting other 
sources of revenue. The municipality has achieved some objectives such as a performance 
management system but there is still long way to go. 


GENERAL 

1. OPERATING RESULTS 

Revenue 


Actual 2009 Actual 2008 

R R 


45 639 241 


31 222 755 


Variance 

% 


Total Expenditure 

45 053 919 

33 163 467 

■26% 

Salaries, wages and allowances 

14 911 754 

13 273564 

-11% 

General expenses 

14 860 934 

9 855 408 

-34% 

Repairs and maintenance 

472 749 

181 084 

-62% 

Capital charges 

0 

0 

0% 

Contributions to fixed assets 

756444 

351 459 

■54% 

Contributions 

14 052 039 

9 501 952 

-32% 


Budget 2009 
R 

40 603 652 

40 603 652 

17 662 702 

10 383 769 
341 300 

0 

720 961 

11 494 920 


Variance 

i 7m 


Net Surplus / (Deficit) 


585 322 


-1 940 712 


2. ACCUMULATED DEFICIT 

Current.year deficit in the balance sheet 
Prior year deficit 


R 

11 688 270 

9365 117 







3. OVERALL CASH POSITION 


Council's investments at local financial institutions of 
The net cash book balance is in overdraft 

4. ACCOUNTS RECEIVABLE 


The value of debtors as per the balance sheet 

5. CAPITAL AND FINANCING 

No loans were taken out during the current financial year. 

6. INVESTMENTS 


Investment as per the balance sheet 



5 093 252 

779 406 


1 670 154 



5 093 252 


10 067 621 



7. FUNDS AND RESERVES ' 

There has been no change to the funds and reserves other than the 3% Contribution to the fund by the 
by the Municipality during the current year. 

8. POST BALANCE SHEET EVENTS 

No events subsequent to balance sheet occurred, that required a note in the financial statements or 
amendment to the amounts disclosed on the trial balance. 


6 544 848 
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9. FIXED ASSETS 

The table below explains the movement in fixed assets from the prior to the current year : 


Cost of Fixed Assets 

Civic Buildings 

/ 

Office Equipm^t 
Office Furniture 
Computer Equipment 
Vehicles 

Plant and Equipment 

Work in Progress-Community Halls 

Work in Progress-Sports Fields 



22 290 3Q1 
790 267 
730 033 
1 198176 
1 471 373 
3 872 325 


18 585 332 
816 376 
956 118 
1 355 125 
1 354 390 
4 5131-50 
13 385 395 
949 914 


-3 704 969 
261 09 
226 085 
156 948 
-116 983 
640 825 
13 385 395 
949 914 


Total Assets 


30 352 475 


41 915 800 


11 563 325 


Loans Redeemed Capital Receipts 


•30 352 475 


■41 915800 


■15 811 284 


10. EXPRESSION OF APPRECIATION 

I would like to thank the mayor, councillors, municipal manager, heads of departments and the 
staff for their support during the year. 


28 January 2010 


B.M THUSI (Chief Financial Officer) 


sa. 



ACCOUNTING PaiCIES 


1 BASIS OF PRESENTATION 


These financial statements have been prepared so as to conform to the standards laid do\vn by the Institute of Municipal 
Finance Officers in its Code of Accounting FYactice (1997) and Report on Published Annual Financial Statements (Second 
edition- January 1996). 

1 .2 The financial statements are prepared on the historical cost basis, adjusted for fixed assets as more fully detailed in * 
Accounting Policy note 3. 

1 .3 The financial statements are prepared on the accrual basis as stated : 

(i) Income is accrued when available to finance operations. Certain direct income is accnjed when received and /or when 
the amount can be measured with certainty. 

(ii) Expenditure is accrued in the year it is incurred. 

1 .4 All amounts disclosed in these Financial Statements are rounded off to the nearest Rand, but actual amounts were used in 
the calculations. 


2 FIXED ASSETS 

2. 1 Fixed assets are stated : 

(i) at historical cost, or 

(ii) at valuation (based on the market price at date of acquisition), where assets have been acquired by grant or donation, 
while they are in existence and fit for use, except in the case of bulk assets which are written off at the end of their estimated 
life as determined by the Chief Financial Officer. 

r 

2.2 Depreciation 

The balance shown against the heading "Loans Redeemed and Other Capital Receipts" in the notes to the balance sheet is 
tantamount to a provision for depreciation, however, certain structural differences do exist. By way of this "Provision" assets 

are written down over their estimated useful life. Apart from advances from the various council funds assets may also be 
acquired through: 


(i) Appropriations from income, where the full cost of the asset forms an immediate and direct charge against the operating 
income, and therefore it is unnecessary to make any further provision for depreciation. 

(ii) Grant or donation, where the amount representing the value of such grant or donation is immediately credited to the 
"Loans Redeemed and Other capital Receipts" account. 

All net proceeds from the sale of fixed property are aedited to the Puplic Improvement Fund, Net proceeds from the sale of 
all assets are credited to a CDF. 

2.4 Fixed assets are financed from different sources, including external grants, operating income and internal advances. These 
loans and advances are repaid within the estimated lives of the assets acquired from such loans or advances. Iriterest is 
charged to the service concerned at the ruling interest rate applicable at the time that the advance is made. 
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3 INVENTORY 

Inventory is purchased on a need basis, and the balance on hand at year end is accounted for as expenditure. 


4 FUNDS AND RESERVES 

4.1 Capital Development Fund 

The Local Government Ordinance, Natal, No. 25 of 1974, requires a minimum contribution of 3.0% of the defined income of 
local authority for the [jTTnediately preceding financial year. 

4.2 Leave FYovision 

A provision equal to the actual leave credit as at 30 June is maintained to provide for leave payments on request. 
Contributions are made from the operating account. 

4 

4.3 Bad Debt Provision 

A provision equal to the anticipated risk as at 30 June is a maintained to provide for bad debts. Contributions are made from 
the applicable accumulated account based on outstanding debtas mae than ninety days. Provision is calculated at 100% of 
debtors from 60 to over 90 days and 5% of current debtors. 

4.4 Wofidng Reserves 

Some funds are reserved for the unexpected variation of worl^ing capital. 

5 RETIREMENT BENEFITS 

Habisa Ivljnicipality and its employees contribute to the Natal Joint Municipal Pension Fund or the KwaZulu-Natal Joint 
Municipal Provident Fund which provides retirement benefits to such employees. The retirement benefit plan is subject to 
the rules and regulations prescribed by the Local Government Superannuation Ordinance, 1973 (Ordinance No. 24 of 1973) 
and in accordance with the requirements of the Pensions Fund Act, 1956. Current contributions are charged against 
operating income on the basis of current service costs. 


No actuarial valuations have been performed. The last valuation was done on 31 March 2006. 


h 


6 LEASEDASSETS 


Leases are treated as operating leases and the relevant rentals are charged to the operating account in a systematic manner 
related to the period of use erf the assets concerned. 


7 INVESTMENTS 


Investments are shown at the \omr of cost or market value if a pemianent decline in the value occuired, and are invested i 
securities as prescribed by regulation 6 of the Local Government: Municipal Investment Regulations of 2005. 


8 INCOME RECOGNITION 


8 ,1 Assessment Rates 


Assessment Rates are lewed on land only and at a basic rate. Rebates are granted according to the use to which a 
particular property is put to. 


9 SURPLUSES AND DEFiaTS 

The Unappropriated Surplus is mainta'ned as an Cperating cash reserve, to fund expenditure during the financial year. 


It may also be utilized to fund projects that the council may deem necessary to fund. 
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a Annual Financial Statements 

' Hiabisa iWunicipaJify 

Bailariice Slheet as at 30 Ju^is 3009 


CAPITAL EMPLOYED 

FUNDS AND RESERVES 
Statu to ryFunds 
Reserves 

ACCUMULATED DEFICIT 


TRUST FUNDS 

LONG-TERM LIABLITIES '' 
Consumer Deposits 


EMPLOYMENT OF CAPITAL 

FIXED ASSETS 
LONGTERM DEBTORS 
INVESTMENTS 


NOTES 



10,584,291 

12,229,953 

1,720.569 

1,599,155 

8.863,722 

10,630,798 

-11.688,270* . 

-9,365,117 

-1,103,979: ] 

r 

2,864,836 ' 

5,102.276 

9,508,950 

12,509' 

3,059 

4,010,806 ' 

12,376,845 

L 


5,107,452 

10,081,821 

- 

r ' 

0 

14,200 

14,200 

5,093,252 

10,067,621 


NET CURRENT ASSETS 
CURRENT ASSETS 
Debtors 

Cash resources 

CURRENT LIABILITIES 
Pro'iisions 
Trade Creditors 
Other Creditcrs 
Bank Overdraft 


-1,096,646 

1,815,522 

1,670,154 

145,3691 

2,912,168 

630,106 

1.357,288 

924,774 

4,010,806 


2,295,025 

6,544,848 

6,544,848 

4,249,823 

482,497 

1,655,923 

562,808 

1,548,595 

12,378,845 








200B 
Surplus / 
(Deficit) 


2008 Budget 
Surplus/ 
{Deficit] 


2009 

Surplus! 

{Deficit) 


2009 Budget 
Surplus/ 
(Deficit) 


Actu al 


Actual 


Actual 


Actual 

expenditure 


In come 


RATES AND GENERAL SERVICES 

• Execultw & Council 

- Finance & Administration 

- Planning & Development 

• Community & Social Services 

- Public Safety 

- Sports & Recreation 
•Waste Management 


( 13 . 018 . 646)1 


38 . 707.529 

1 , 935.230 


10 , 541,576 

( 5 , 276 , 555 ) 

[ 1 , 650 , 629 : 

( 3 , 207 , 412 ) 

1 , 145,022 

( 254 , 566 ) 

( 709 , 914 ) 


( 6 , 011 , 655 ) 

5 , 210,470 

2 , 478,849 

1 , 537,291 

( 1 , 290 , 829 ) 

( 695 , 600 ) 


( 100 , 005)1 


410,000 


( 1 . 706,7821 


2 , 173,013 


( 739 , 267)1 


1 , 600,939 


TOTAL 


Appropriations for this parlod 
(tefcf to noh ist 


Aceu mutated deficit 
beginning of the period 


( 4 , 682 , 216 ) 


ACCUMULATED DEFICIT 
AT THE END OF THE PERIOD 


( 11 . 688 , 270 ) 


f 


63 
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CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2009 


CASH RETAINED FROM OPERATING ACTIVITIES 
Cash generated by operations 
Finance Transactions 
Increase in working capital 


Less: External interest paid 
Cash utilized by operations 
Contributions from Public orGo\«rnment 

CASH UTILIZED IN INVESTING ACTIVITIES 

Investment in Fixed Assets 



2009 

2008 


R 

R 

NOTES 




(20 016 463) 

(24453 534) 

16 

(25 080431) 

(25 307 390) 

14 

1 050717 

1 828 161 

11 

4013251' 

(974 305) 


(20016 463) 

(24 453 534) 

H 

- 

- 


(20016 463) 

(24 453 534) 


15 811 284 

10 207 695 

5 

15811 284 

10 207 695 


NET CASH FLOW 



(4 205 179) 


14 245 838 













CASH EFFECTS OF FINANCING ACTIVITIES 





Increase/ (Decrease) in long-term Loans External 

18 




- 

(Increase)/ Decrease in Investments 

19 


4974 369 

12 610385 

Increase/ (Decrease) in Long T erm Debtors 

6 

- 


- 

(Increase)/ Decrease in Cash On Hand 

20 

(769 189) 


1 635 452 






NET CASH GENERATED 



4205 179 


14245 838 
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NOTES TO FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2009 


1. STATUTORY FUNDS 

Capital Development Fund 



1,720.569 


1.599.155 


2. RESERVES 


Working Capital Reserves 

Mpembeni Health Centre 

Shikishela Creche 

LED Projects - Internal 

Equitable Share - Free Basic Services 

Equitable Share - Free Basic Electricity 

Project Development Fund- Internal 2005/2006 


3. TRUST FUNDS 


Management Support Grant 
Intergrated Development Grant 
Community Initiative Grant 
Computer Grant 
PMS Grant -DC27 

Intergrated Development Grant - DC27 
GIS Grant 
Lums Grant 

Disaster Management Grant - DOH 
Community Gardens 
Socio-Economic Survey 
Housing Provision Grant 
Library Grant 

Municipal Development Planning Grant 
Inter- Departmental Monitoring 
Property Rates Grant 
Project Consolidate 
Anti- Corruption Strategy 


2009 

R 


300,000 

4,172 

8.346 

33,606 

5.516,459 

3,001,140 

0 



8,863.722 



300,000 

4,172 

8,346 

84,506 

6,776,244 

3,490,287 

-32,757 

10,630.798 


TOTAL C/F 



etc 





